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A Modern Challenge
The Law of Attraction

History has shown that people converge to create settlements in
areas that offer sustainability; where water, food, provisions for shelter and opportunity are in abundance. As early as the 11th Century
AD European towns evolved around the locations of cathedrals that
provided opportunities for work. Settlers, attracted to these places of
worship created industry, trade and formed families and societies in an
environment that fostered prosperity. During the Middle Ages as these
settlements grew, the city landscape replaced the rural background of
medieval paintings. As far back as 1338, the Italian artist Ambrogio
Lorenzetti painted frescos to depict Good Government and its effect
in the City.

powerless, it was a matter of time before defenses were scattered and new
leadership was established in Rome.
Infrastructure of old consisted of clusters of dwellings protected by
a city wall meant to keep the enemy out. Walls are now virtual: firewalls,
internet community, web sites, and free trade.
Despite the pervasive historical record on the rise and decline of
cities and empires, most of the increase in the world’s population has
occurred in the last two centuries. The population needs are the same;
the way cities provide them has changed.

Resiliency and Efficiency
Lorenzetti, Ambrogio. Allegory of Good Government: Effects of
Good Government in the City. 1338-40. Fresco. Palazzo Publico,
Siena Italy. http://www.abcgallery.com/L/lorenzetti/alorenzetti7.html

The basic needs of the citizen have remained relatively unchanged
for centuries; these same basic needs attract the modern professionals
and the modern family of the Information Age, the knowledge based
economies.
Clean air, clean water, health, knowledge based opportunities, transportation, education, quality of life, are the subdivisions of the broader
parameters of health, innovation, commerce and labor that are attractive
to human capital.
In the late fourth century, barbarian invasions, economic decline,
and military coups loosened Rome’s hold on its Empire. The Barbarian
strategy was to detach the Empire from communication and trade, by
controlling the water routes. With Roman administration and its legions
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The new global order, brought on by the information revolution
and globalization, impact issues on a global basis: energy, environment,
climate change, waste management, nuclear weapons; not to mention
inflation and interest rates, monetary policy, currency exchange and the
global economy.
Taken further there are no longer borders with respect to knowledge, technology, education, and migratory human capital. With emerging economies and our aging population Canada must attract and retain
talent.
Competition from emerging countries such as China and India
are affecting Canada’s way of life. Governments must make research,
innovation and technological advances one of their priorities to improve
Canada’s competitiveness on a world level. Canadian industries need
to compete effectively, boost productivity, attract international investments, and establish investments overseas.
According to the Conference Board of Canada
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trialized peers because of an internal wave of
complacency and unwillingness to seize the
challenge of competition.”
While Canada is valued for its sciences,
and is well supplied with good universities and
technical institutes, the report says its failure
is to turn that research into successfully commercial products.
Innovation is the route for Canada to
improve its productivity growth.
The only way we can compete is by doing
things and by making products that are smarter
and better, and earn more money in the world.
There are only so many routes that can take you
forward. Ours has to be innovation.
The report suggests improving Canada's
performance in innovation would lead to greater productivity overall.” (Source: http://www.
financialpost.com/story.html?id=622818)
These can be addressed within a better
relationship between Canada and its provinces,
as well as between the provinces and its cities
especially with respect to revenue sharing. All
levels of government must mobilize resources
around us to make progress toward a common
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goal to protect Canada’s way of life.
Many US cities have access to retail taxes
that often exceed their own property tax revenues. The overall investment in infrastructure
in US Cities is overall twice that of Canada.
The world has changed, our policies have not.
This requires a new way to think, a new
way to tackle issues: a new paradigm.
As Einstein said, “For the creation of a
theory, the mere collection of recorded phenomena never suffices—there must always be
added a free invention of the human mind . . .”
Turning infrastructure investments
into a viable asset class

My experience over the past 20 years shows
effective and sustainable results in value creation for all aspects of real estate. Going forward,
I see an additional opportunity in dealing
with another important element in sustainable
cities: that is in creating a viable asset class in
infrastructure.
Infrastructure includes not only transportation, but also water, water treatment, energy
plants, pipelines, health, education, communi-

cation, technology. Infrastructure is impacted
by capital cost, return on investment, amortization, and maintenance.
One cannot help but draw a parallel
between value creation within a real estate
portfolio and an infrastructure portfolio such
as roads, bridges, hospitals, power plants, etc.
The social and economic impacts of infrastructure are no less important than health, education and technological competitiveness at the
local, national and international level. There
is a very necessary element of value creation,
especially where major capital investment, both
public and private is concerned. These can be
grouped under the triple bottom line of “economic, ecological and social” considerations, or
put another way, People, Planet, Profit.
With respect to roads, tunnels and bridges,
the political fallout of introducing or raising
tolls is avoided when private enterprise builds
and maintains such structures. Yet toll revenue
is only one measure of return on investment.
The opportunities created by public and private partnerships results in wealth for all stakeholders, including the end user.
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Share of infrastructure by function
When people drive onto a toll road, they
pay the toll with a token worth a couple of dollars, they enter and later exit at their destination.
When tenants enter a building they get on an
elevator, press a button and later exit at their
destination.
Let’s assume for a moment that a tenant is
required to pay a token amount to enter that
elevator, just like the toll road. If landlords were
satisfied with that token as the only revenue
stream for their buildings, there would be no
real estate development. The same concept
applies to infrastructure.

For the economy as a whole, the share of infrastructure devoted to transportation declined
between 1970 and 2002, while the share in mining and petroleum activities rose.
1970

2002

1970

2002

Total

economy

Public

administration

%

%

%

%

Transportation

19.2

12.7

34.9

34.3

Recreation, culture and education

12.4

7.4

33.8

26.2

Health and social protection

3.2

3.2

9.8

13.1

Waste, water, sewage and energy distribution

7.7

7.4

9.8

11.3

Mining and petroleum

5.1

11.1

0.0

0.0

12.8

11.2

0.0

0.0

Defense and public safety

0.6

0.7

1.8

2.7

Communications

2.4

2.3

0.8

0.4

Electricity

11.6

8.7

0.5

0.1

Other *

25.1

35.3

8.6

11.8

100.0

100.0

100.0

100.0

Agriculture, manufacturing and services

Total

Includes assets listed as "other" industrial, institutional and commercial construction; office
buildings; laboratories; garage and storage facilities; and dormitories.
Source: http://www.statcan.ca/Daily/English/080312/d080312a.htm

The natural process of due diligence in
real estate development involves several phases.
Within each phase the process engages the
appropriate professionals involved within that
phase. Unless the deal proceeds to the subsequent phase professionals will not be engaged.
Social impact and media involvement are also
vital considerations in the early phases.
The process begins with a vision and
moves toward the manifestation of that vision,
based on a business and social language that is
understood by not only the visionary leader,
but also by all the stakeholders in developing
that vision. The common language of real
estate is shared by bankers, appraisers, architects, engineers, accountants, environmental
and insurance experts, government authorities
and, most importantly the end users such as
consumers, tenants and investors.
Certain air rights, options,
exclusivities, and management
within a legislated investment
vehicle have a value beyond
the toll revenue, a model
which we have introduced in
our due diligence.

Value creation in infrastructure development involves revenue creation which in turn
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attracts the investor on a wider scale that is
currently achieved.
We cannot assume that everyone supports
PPP’s, yet it remains evident that without roads,
water, energy, health, education, technology,
communication, there can be no development,
no sustainable cities. This sounds very similar
to the motivators of the early city dwellers who
would select a site for establishing settlements.

of overall infrastructure quality, down from a
ranking of 10th among 117 countries in 20052006. The report went on to say:
“The state of a country’s infrastructure is
an important influence on economic growth
and competitiveness.”
(Source: http://cmte.parl.gc.ca/Content/
HOC/committee/391/fina/reports/rp2577724/
finarp08/finarp08-e.pdf )

Infrastructure and
Sustainability

Statistics Canada reported that:
“Canada's $157.3 billion in publiclyowned infrastructure - roads, mass transit,
water supplies, wastewater treatment facilities
has a tangible impact on the productivity and
the economic performance of the Canadian
business sector….it lowers the costs of producing a given level of output in virtually every
Canadian industry sector. For example the
transportation sector was estimated to benefit
the most from public investment in physical
public infrastructure, for which a $1 increase
in the stock of such infrastructure resulted in
42 cents in cost savings, followed by savings of
about 34 cents for the wholesale and the retail
trade sectors, and of about 20 cents for the
construction sector.”

A recent study indicates that $10 billion
is required for infrastructure improvements in
Quebec alone. Most of our infrastructure is
100 years old.
Canada’s Report of the Standing
Committee of Finance, dated December 2006,
indicated that:
“…in 2006 Canada ranked 12th among
61 countries/regions …dropping from 6th
place in 2004 and 9th place in 2005, and
lagging countries such as the United States,
Switzerland, Japan, Finland, Germany, Norway
and Sweden.”
In the World Economic Forum’s Global
Competitiveness Report 2006-2007, “Canada
ranked 17th among 125 countries in terms
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(Source: www.statscan.ca/Daily/English/031112/d031112a.htm)

This is illustrated in the table (above).
Yet despite this evidence, the share of
infrastructure capital investment devoted to
transportation has declined in the last three
decades.
The role of the state in the development
of say, a hospital is to educate and heal,
and not to construct or create the bricks
and mortar. Governments can transfer risk
effectively and efficiently within a publicprivate partnership (PPP), by creating an
environment that is legislatively, fiscally and
financially stable and favorable to PPP.
Other sectors such as recreation, culture
and education have suffered as well. A
healthy, well-educated and skilled labor force
impacts the productivity and competitiveness of an economy, resulting in innovation
and facilitating the adoption of new technologies. Value in art is neither in the frame,
oil paint, nor the canvas but in the imagery
and emotions it evokes. Technology is tyhe
same. The value of technology is not simply
in the physical component but as a facilitator
and the innovation it presents for design,
implementation and application within a
nation’s infrastructure. Technology will be
the driving force behind the investment in
future infrastructure.
The culture and mindset of a city’s population is an important indicator of resiliency and unity that translates into a national
mindset. Museums, sports arenas, theater
halls, and street festivals are among the country's most important cultural houses. They
serve to unify the population in the pursuit
of sport, leisure and cultural stimulus. A
recent street festival in downtown Montreal
featured several bands of Latin, Italian and
French persuasions. With each new song the
public responded in unison, singing along,
seemingly becoming Latin, Italian or French;
& 4 1"$& . 0/53²"- 7 0- t/ 0

a proud testament to Montreal’s cultural
diversity and unity. I recently visited Quebec
City during its 400th anniversary as a nation,
and was impressed not only with its rich
cultural history but also with its easy-going
bilingualism. Cities like Montreal, Quebec
City, Vancouver and others are ripe with
natural and geographic beauty that one cannot point a camera in these cities and take a
bad photo.
Governments need a new way to manage, to better meet the needs of its citizens, to
create dialogue that evolves into sustainable
partnerships, sustainable development and
sustainable cities.
At the International Economic Forum
of the Americas, I had the privilege to hear
Henry Kissinger speak about the new global
reality. He said, “Clearly defined borders
have been the dominant view for the last 300
years…(we are currently) looking at a past
that is slowly being rejected and a future that
is not yet reached.”
Visionary governments around the globe
invest in sustainable development and in
the continued marketing of their cities. In
our consulting work we have been fortunate
to experience first-hand how people (private and public) specialize and cooperate in
business. Our experience with these visionary legislators includes many developments
world-wide. For instance, the The Centre de
Commerce Mondial in Montreal involved
the visions and active participation of the
various levels of government (provincial,
municipal and other) by providing ‘grants’
for job creation, for FF&E’s (furniture
fixtures and equipment), and various tax
incentives. We worked closely with Montreal
International during the turnaround process
of the Centre de Commerce Mondial, and
this organization continues to work dili-

gently to attract organizations to Montreal,
with demonstrated success. Furthermore, the
avant-garde business district of La Defense
in Paris gives effect to the two principles
of urban planning: functionality and the
separation of vehicular and pedestrian traffic
introduced by Le Corbusier in the 1930s,
and represents a sustainable urban design
development concept.
Yet the different levels of government
in Paris were not merely satisfied with its
initial success a few years ago. They recently
announced an increase in density, improving
the financial viability and attraction of this
already internationally renowned business
district that continues to attract the most
prominent institutions in Europe as tenants
and investors.
Another example is the Hearst Tower
which opened in New York City last fall,
the city’s first Gold LEED® certified building. Using ninety percent recycled steel, it
boasts energy-saving features and a frame
that eliminates the need for 2,000 tons normally required by conventional construction
methods.
Innovations such as the new
Omega Energy Cell are expected to provide
the world and future generations to come
with a safe and clean energy source.
Traditionally, Canada has had two relationships in the world: one with the US and
one with the rest of the world. But borders
have changed; it is no longer sufficient to
compare the performance of Canadian cities
to US cities; we must compete on a global
scale. Environment, Health, Prosperity are
all interrelated and we must embrace policies
in line with this new ‘integralist’ culture and
vision. Canada and its cities must stop thinking in terms of the middle child, the forgotten one, overlooked by its siblings.
Cities need a new leadership to create the cultural, technological, development
critical mass within its borders and within
a network of global cities world-wide; centers of learning, innovation and prosperity.
A leadership that will assess, protect and
enhance the efficient use of infrastructure.
These are real and referencable expectations.
One must consider sustainability over time,
as a long term hold/benefit versus the cost of
not doing anything.
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